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IN THE MATTER OF THE APPLICATION Docket No. W-01445A-10-0517
OF ARIZONA WATER COMPANY, AN
ARIZONA CORPORATION, FOR A ARIZONA WATER COMPANY'S
DETERMINATION OF THE FAIR VALUE APPLICATION FOR AUTHORITY TO
OF ITS UTILITY PLANT AND IMPLEMENT STEP-1 ARSENIC COST
PROPERTY AND FOR ADJUSTMENTS RECOVERY MECHANISM SURCHARGE
TO ITS RATES AND CHARGES FOR
UTILITY SERVICVE FURNISHED BY ITS
WESTERN GROUP AND FOR CERTAIN
RELATED APPROVALS.
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Arizona Water Company ("Company") hereby files this application with the

-
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Arizona Corporation Commission ("Commission") to implement a Step-1 surcharge

-
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under the Arsenic Cost Recovery Mechanism ("ACRM") in the Pinal Valley service area,

-
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pursuant to the provisions of Decisions Nos. 73144 (May 1, 2012) and 66400 (October

—
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14, 2003).
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BACKGROUND
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On May 1, 2012, the Commission issued Decision No. 73144 in a general rate

N
N

case proceeding for the Company's Western Group, which includes the Pinal Valley

N
w

service area. In Decision No. 73144, the Commission approved a settlement

N
N

agreement in which "[t}he parties agree that [the Company] should be permitied to

N
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continue its ACRM as proposed and that [the Company's] General Service Tariff should

N
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be amended to exclude from applicability of the ACRM surcharge any industrial class
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customer that does not receive water from [the Company's] potable water distribution
system."’

The purpose of the ACRM is to aid the Company in its efforts to comply with the
U.S. Environmental Protection Agency's ("EPA") arsenic maximum contaminant level
("MCL") of 10 parts per billion ("ppb") which went into effect on January 23, 2006. The
ACRM permits the Company to properly recover the capital costs associated with

meeting the standards set forth under the Safe Drinking Water Act, but more

importantly; does so in a manner that diminishes rate shock for its customers.

DETAILS OF THIS FILING

The Company serves 28,907 customers in the Pinal Valley service area. The
arsenic concentration in the Company's Valley Farms Well No. 2 has exceeded the
MCL since 2011, when the well was shut down. Lab results currently show arsenic
concentrations as high as 16 ppb. As a resuit of these high arsenic levels, blending with
another source to comply with the arsenic MCL is not a viable option. Accordingly,
Company engineers determined that treatment using adsorptive media is the best
available technology. The EPA has designated the adsorptive process as one of
several best available technologies for arsenic removal. Construction of the Valley
Farms arsenic treatment facility commenced in September 2014, and the facility was
placed into service on July 8, 2015. A copy of the Arizona Department of Environmental
Quality Approval of Construction is included with this Application as Exhibit 1.

The Company's Application supports an ACRM fixed monthly surcharge of
$0.15 and an ACRM quantity surcharge of $0.0160 per 1,000 gallons. The Company

estimates the average monthly bill for customers in the Pinal Valley service area (based

' Decision No. 73144 at 31, Finding of Fact 16.
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on 7,781 gallons used and a 5/8-inch meter) will increase by $0.28, or 0.95%, from
$29.61 to $29.89.

Pursuant to the guidelines in Decision No. 66400, the Step-1 ACRM surcharge
includes only capital-related costs associated with arsenic removal facilities. The
company is requesting authorization to implement Step-1 of the ACRM for its Pinal

Valley service area.

SUPPORTING MATERIAL

In support of this Step-1 ACRM application for the Pinal Valley service area, the
Company includes the schedules required by Decision No. 66400 as Exhibit 2, hereto.
The Company will also provide Staff with electronic copies of all work papers and

supporting documents, including contractors' invoices.

COMPANY CONTACT INFORMATION

The person responsible for overseeing all ACRM filings, including responding to
all formal data requests, is Joseph D. Harris, the Company's Vice President and
Treasurer. Mr. Harris' office and mailing address is 3805 North Black Canyon Highway,
Phoenix, AZ 85015. Mr. Harris' telephone number is (602) 240-6860, Ext. 107, and

his email address is jharris@azwater.com.

CONCLUSION

This Application for a Step-1 ACRM surcharge for the Company's Pinal Valley
service area complies with all of the requirements of Decision No. 66400. As the

Commission found, adopting the ACRM mechanism "...properly balances the need for

3
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the Company to remain financially sound with the avoidance of significant rate shock to
customers who are affected by the arsenic requirements." (Decision No. 66400, page
20, lines 21-22). For these reasons, the Compahy requests that the Step-1 ACRM
surcharge for the Pinal Valley service area be approved by the Commission in a timely

manner,

RESPECTFULLY SUBMITTED this 14" day of August, 2015.

ARIZONA WATER COMPANY

£/ 7>
oseph D. Harris

Vice President and Treasurer

ARIZONA WATER COMPANY

Post Office Box 29006

Phoenix, Arizona 85038-9006

Steven A Hirsch

Coree E. Neumeyer

BRYAN CAVE LLP

Two North Central Avenue, Suite 2200
Phoenix, AZ 85004

Attorneys for Applicant

Arizona Water Company
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Original and 15 copies of the foregoing were delivered this 14™ day of August, 2015, to:

Docketing Supervisor

Docket Control

Arizona Corporation Commission
1200 West Washington

Phoenix, AZ 85007

A copy of the foregoing was mailed this 14" day of August, 2015, to:

Dwight D. Nodes, Acting Chief Administrative Law Judge
Hearing Division

Arizona Corporation Commission

1200 West Washington Street

Phoenix, Arizona 85007

Thomas M. Broderick, Director
Utilities Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Janice Alward, Director

Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Michele Van Quathem

Riley Carlock & Applewhite

One North Central Avenue, Suite 1200
Phoenix, Arizona 85004-4417
Attorneys for Abbott Laboratories

Ray L. Jones

ARICOR Water Solutions

18835 North Thompson Peak Parkway, Suite 215
Scottsdale, Arizona 85255

Executive Director, Water Ulilities Association of Arizona

75
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ARIZONA DEPARTMENT
OF
ENVIRONMENTAL QUALITY

Douglas A. Ducey i Henry R. Darwin
Governor Director

APPROVAL OF CONSTRUCTION

Project Description: Valley Farms Arsenic Removal Facility
Installation of ab Arsenic removal system (SORB 33
Engineered Arsenic System), blending plan, booster pumps,
and related appurtenances.

Location: Valley Farms, AZ
Project Owner: Arizona Water Company
Address: PO Box 29006, Phoenix, AZ 85038

The Arizona Department of Environmental Quality (ADEQ) hereby issues an Approval
of Construction for the above-described facility based on the following provisions of
Arizona Administrative Code (A.A.C.) R18-5-507 et seq.

On 6/24/15 William Roberts, P.E., certified that the project was built according to the as-
built plans and specifications and ADEQ'’s Certificate of Approval to Construct.

On 1/12/15, ADEQ issued a Certificate of Approval to Construct for the referenced
project.

This Approval of Construction authorizes the owner to begin operating the above-
described facilities as represented in the approved plan on file with the ADEQ. Be
advised that A.A.C. R18-4-203 requires the owner of a public water system to maintain
and operate all water production, treatment and distribution facilities in accordance with
ADEQ Safe Drinking Water Rules.

RDR

PWS No.: 141-099
LTF No.: 62636

o AP )&

/A

§ BUrchard” 7 Date Approved
anager
C: ADEQ File No.: 20140293
Pinal County Health Department
AZ Corporation Commission
Engineer
Main Office Southern Regional Office
1110 West Washington Street ¢ Phoenix, AZ 85007 400 West Congress Street e Suite 433 ¢ Tucson, AZ 85701 www.azdeq.gov

(602) 771-2300 {520) 628-6733 printed on recycled paper



http://www.azdeq.gov

Page 2 of 2

RIGHT TO APPEAL INFORMATION

The Arizona Department of Environmental Quality’s review of this application was
subject to the requirements of the licensing time frames (“LTF") statute under
Arizona Revised Statutes ("A.R.S.”) § 41-1072 through § 41-1079 and the LTF rules
under Arizona Administrative Code (“A.A.C.") R18-1-501 through R18-1-525. This
Notice is being issued within the overall time frame for your application.

ADEQ hereby approves your application for Approval of Construction Drinking Water
Facilities under A.R.S. § 49-351. Your copy of the Approval of Construction Permit
is on the reverse side of this Right to Appeal Information sheet.

This decision is an appealable agency action under A.R.S. § 41-1092, You have a
right to request a hearing and file an appeal under A.R.S. § 41-1092.03(B). You
must file a written Request for Hearing or Notice of Appeal within 30 days of your
receipt of this Notice. A Request for Hearing or Notice of Appeal is filed when it is
received by ADEQ’s Hearing Administrator as follows:

Office of Administrative Counsel

Arizona Department of Environmental Quality
1110 W. Washington Street

Phoenix, AZ 85007

The Request for Hearing or Notice of Appeal shall identify the party, the party’s
address, the agency and the action being appealed and shall contain a concise
statement of the reasons for the appeal. Upon proper fiing of a Request for Hearing
or Notice of Appeal, ADEQ will serve a Notice of Hearing on all parties to the appeal.
If you file a timely Request for Hearing or Notice of Appeal you have a right to
request an informal settlement conference with ADEQ under A.R.S. § 41-1092.06.
This request must be made in writing no later than 20 days before a scheduled
hearing and must be filed with the Hearing Administrator at the above address.

Please contact Ali Baadiyan at (602) 771-4127 or asb@azdeq.gov if you have
questions regarding this Notice or the Certificate of Approved of Construction.
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